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LT. General JEFFREY
OSTER, U.S. Marine
Corps HQ, The
Pentagon, leads off
the CAM-1 25th
Anniversary
Celebration and
Industry Symposium
with a presentation
on “Leadership &
Change.”

Major figures in the field of cost manage
ment to appear during three-day pro
gram, which features keynote address by
LT. GENERAL JEFFREY OSTER, U.S.
Marine Corps HQ, The Pentagon.

Corporate-level decision makers and senior
executives as well as manufacturing execu
tives and general and functional manage
ment teams will be headed for Chicago to
attend the CAM-I 25th Anniversary
Celebration and Industry Symposium,
Creating World-Class Organizations for
the 21st Century, Strategies for
Leadership,
Cost
Management,
Manufacturing and Technology, June
23-25, 1997, at the Renaissance Chicago
Hotel. The leading visionaries of cost man
agement are coming together at this confer
ence to celebrate CAM-I’s 25th year of
ground-breaking research. You will hear
from renowned thought leaders such as: DR.
THOMAS JOHNSON of Portland State
University, DR. ROBIN COOPER of the
University of Manchester, DR. JOHN
SHANK of the Amos Tuck School of
Business Administration, and DR. GEORGE
FOSTER of Stanford University. Sessions
will include presentations by such leading
edge companies as Motorola, Eastman
Kodak, Rolls Royce Motor Cars, EDS,
Texas Instruments and others. The confer
ence will offer unique perspectives from
North America, Europe and Japan, with
insights, strategies and discussion to achieve
a competitive advantage. Co-sponsors of the
conference include ABC Technologies Inc.,
Armstrong Laing Inc., Arthur Andersen, and
Ernst & Young LLP. For registration infor
mation, call the AICPA at 800/862-4272 and

mention code ZP.
The Consortium for Advanced
Manufacturing-International (CAM-I) is an
organization devoted to performing and shar
ing leading-edge research on topics vital to
industry. It is unique in that it brings together
industry and academia in collaborative
research projects. The research issues are
selected by practicing managers and the
research is performed by leading thinkers in
the field. These research results are devel
oped for practitioners and represent state-ofthe-art practices.

Other Supplements Available
All supplements produced with the April issue
of The CPA Letter are available via the Internet
(after Apr. 17) and AICPA Fax Hotline.

www.aicpa.org/pubs/cpaltr/index.htm

201/938-3787; document no. 1558
large firms, 1559 medium firms, 1560
small firm, 1561 business & industry, 1562
finance & accounting, 1564 government, 1565
education, 1566 practice alert (Jan./Feb.).
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Assessing Year 2000 Vulnerabilities —
an Internal Audit Opportunity
— Robert R. Moeller
President, Compliance & Control Systems
Associates, Inc., Evanston, IL
As many business professionals know, they
face a Year 2000 problem because of the
way dates have been established in com
puter systems. In order to save a few charac
ters on systems files, dates were usually set
up in a YYMMDD format. In addition to
printing the date at the top of a report, these
dates are used for such things as the calcula
tion of interest on a home mortgages or the
schedule of benefits on an insurance policy.
When those computer systems
were created, in many
instances years ago, designers
never thought about the Year
2000 and that the year “98”
would increase to “99” and
then to “00.” The upcoming Year 2000 may
cause significant computer systems prob
lems with systems calendar-date-based cal
culations producing unpredictable results or
even worse.
Many Year 2000 seminars are offered
today and there are numerous published arti
cles about the major catastrophes that may
result because of this Year 2000 problem.
Some organizations have taken steps to mod
ify their computer systems and others have
brought in advisors to assess risks. Despite
all of the warnings and prophesies, other
organizations are not aware they may have a
problem or are not sure how to go about
assessing the risks. Even worse, some deny
they have a problem, even though they have
not analyzed their risks. An organization’s
internal auditors can play a very key role in
assessing an organization’s Year 2000 vul
nerabilities and the effectiveness of the steps
taken to date to correct the problem, and can
offer recommendations for future action.

A Year 2000 vulnerability assessment is
an ideal project where the internal auditor
can provide some key services to manage
ment.
After scheduling and announcing their
Year 2000 vulnerabilities audit, the first step
is to assess what has been done to date.
Here, internal audit may encounter a variety
of responses ranging from “we don't have a
problem!” to “we plan to attend a seminar”
to strong action plans to correct the prob
lem. The “no problem” response is almost
always unacceptable unless the organization
has done a detailed analysis of its vulnera
bilities. That assessment must
go beyond the organization’s
basic business data processing
systems and include such
things as relationships with
suppliers through an EDI net
work or, for a retailer, the date calculation
logic imbedded into point-of-sale terminals.
Internal audit may find their organiza
tion has already taken some strong steps to
address this problem. Banks and financial
service companies have perhaps done the
most to assess vulnerabilities and to correct
the problem. If this be the case, internal audit
may only want to perform a project control
review, assessing the level of plans in place
as well as resources devoted to correcting the
problem. Often, internal audit will encounter
a “we don’t have a problem” type of denial.
Without a detailed analysis to support this
type of assertion, it will almost always be
wrong! The next step in a Year 2000 vulnera
bilities audit is for internal audit to perform
its own vulnerability review. Too often, we
limit the concern to the 6 character YYM
MDD format dates which will cause a prob
lem unless expanded to 8 characters. The
solution here is often difficult because these
YYMMDD dates were often coded into

technolog

computer programs many years ago, and the
persons who wrote these programs as well as
their supporting documentation are often
long since lost or forgotten. Specialized soft
ware is available to help find these problems,
but some organizations have resorted to a
line-by-line reading of program source codes
to find any problems. Just finding and cor
recting a date often will not solve the prob
lem since that date field may be moved to
other files or used for other actions also
requiring modification.
While it is important to look for a pro
gram to change date fields in existing pro
grams, internal audit can offer much greater
service by performing an overall depen
dency review. Using the tools learned
through business process reengineering
techniques, internal audit should develop a
model of which systems within the organi
zation depend upon these YYMMDD dates
as well as how they impact external sources
including suppliers and customers. This can
be a major and expensive problem for all
concerned. Internal audit might consider
surveying suppliers about their plans for
Year 2000 compliance, ranging from soft
ware vendors to suppliers of production or
business parts and services.
An effective way to perform this Year
2000 compliance survey is to send out confirmation-type letters similar to the cus
tomer and vendor confirmation letters com
mon to auditors. The idea is to ask the sup
plier if they will be in “full compliance,”
including testing in advance, for the Year
2000. While the tendency will be to supply
casual “the next release should . . .” types of
confirmations, internal audit should look for
much more positive assurances. This infor
mation, coupled with the status of Year 2000
internal plans in progress, should give intercontinued on page F3
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Continued from page F2—Year 2000
nal audit a greater assurance about the
extent of the problem. Noncompliance may
point to the need to recommend different
relationships.
Internal audit should then summarize
these findings and present them to manage
ment in the form of a formal internal audit
report. The idea is to point out internal
audit's assessment of the extent of the Year
2000 problem and the adequacy of efforts

to correct. Often, this type of internal audit
work will place internal audit in a strong
position to participate in further Year 2000
compliance procedures, further increasing
internal audit management service.
The Year 2000 is coming and is an
immovable deadline that can not be missed.
Internal audit can provide some very effec
tive assistance to management by assessing
compliance with the corrective actions nec

Update from the AICPA Business & Industry

Member Segment Team
The Business and Industry Member Segment Team has been very
active since its formation in late Fall 1995, and the past few months
have been particularly productive. The team’s mission is to attract
new and retain existing AICPA members from business and industry
by serving as their advocate in the ongoing assessment and develop
ment of timely, relevant products and services.
The team has four goals:
• To monitor the needs of our constituency in order to assess how the
AICPA and other organizations are meeting these needs
• To work closely with the new AICPA Center for Excellence in
Financial Management
• To recommend improvements in current products and services and
advocate new products and services
• To regularly recommend ways to improve communication with
members
Membership on the team is completely voluntary and the cur
rent team comprises 12 AICPA staffers from a variety of areas,
including executive staff, publications, marketing, public relations,
professional development, public affairs, member sections and
examinations. The team meets monthly.
Last year, following its formation, the team was active in needs
assessment, including helping with the development of the compre
hensive questionnaire that went to business and industry members.
The results are now compiled and will be available shortly. It also
went into the field and personally visited 20 members at their
offices to gain first hand knowledge about member needs and per
ceptions of the AICPA. The team will soon be reporting the results

Redesigning the
Finance Function
Finance professionals are finding innova
tive ways to use technology and process
improvement to eliminate waste and free up
vital financial resources to support strategic
and tactical initiatives. They are turning to
finance process redesign as the primary
means to achieve value-added finance.
A helpful new guideline for this effort

essary to meet this deadline by changing
computer programs or implementing other
procedures. A Year 2000 vulnerability
review is an important operational audit
that can provide management with some
important information for further actions.
The effective internal auditor should con
sider this type of review.

of the visits to AICPA’s Board of Directors and considering the
results in team meetings.
In recent months, the team has worked with the leadership of
the new Center for Excellence in Financial Management and is cur
rently developing a plan for contributing to its ongoing value for
members. On the communications front, the team has discussed with
publishing staff its ideas on ways to make the Journal of
Accountancy and the CPA Letter more effective for business and
industry financial professionals. The team has a strong interest in
seeing a continuation of the recent improvements in coverage for
business and industry members evident in both of these publications.
To contact team leader Bob Rainier call 201/938-3283 or
e-mail him at rrainier@aicpa.org.
Business & Industry Member Segment Team Members

Robert Rainier, Magazines & Newsletters, Team Leader
James D. Blum, Examinations
Matt Carr, Marketing & Product Management

James Green, Professional Standards & Services
Laura Inge, Specialized Publications & Subsidiary Rights

J. Louis Matherne Jr., Information Technology
Marie Mikolajczyk, Professional Development

John Morrow, Industry & Management Accounting
Daniel Mucisko, Public Relations
Edward W. Niemiec, Operations & Information Technology

Bill Rehm, On-line Services

William R. Stromsem, Taxation

is Redesigning the Finance Function, a
joint research publication of The Society of
Management Accountants of Canada, the
AICPA, the Institute of Management
Accountants, and the Consortium for
Advanced Manufacturing-International.
The guideline examines redesign in the
context of the three major activities com
prising the finance function: transaction
processing, control and risk management,
and decision support.

Gaining Value through Finance
Redesign

Surveys show that process redesign applica
tions in North America favor finance as their
top priority. There are four reasons for this:
• Cost. Costs can be significantly reduced by
redesigning the finance function and
streamlining or eliminating transaction
processing.
• Technological change. Many firms that
computerized their finance function in the
1970s and 1980s still use costly, troublecontinued on page F4
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Continuedfrom page F3—Finance Redesign
some stand-alone systems, which are difficult to integrate with the
organization’s other business systems.
• Value. By redirecting resources from transaction processing to deci
sion support, finance can do more for the organization at less cost.
• Strategy. Finance can ensure that value is being created through
out the organization by providing the framework for analyzing the
costs and benefits of new investments.

AICPA.
Reshaping the Finance Function

COMPONENTS

Global Economic and
Business Monitoring
Continuous
Improvement
Benchmarking
New Ventures
Strategic Analysis
Process Redesign

The Emerging Finance Function

The value added by the finance function begins with the de-empha
sis of its role as the organization’s scorekeeper. The finance func
tion is becoming:
• analytically, strategically and value-added oriented
• a consultative business partner and advisor
• a participant and leader in decision making
• focused on performance enhancement.
Companies are employing new business designs to shape the
development of the finance function into three basic components:
business consultants, business analysts, and technical specialists.
Management accountants must take a leadership role in this
redesign. The role may involve leadership in launching and imple
menting finance redesign initiatives, conducting benchmarking stud
ies; helping to integrate financial information systems, creating a sys
tem to measure and report on costs and trends in the redesign, integrat
ing the redesign with other initiatives in the organization, and building
relationships with their counterparts throughout the organization.
Finance Best Practices

Finance function best practices provide one target for shaping
finance redesign efforts and measuring their success. They span
three dimensions of potential change in the structure of finance
work: processes, people, and information technology. Some exam
ples of finance best practices are:
• invoiceless accounts payable
• electronic accounts receivable lockboxes
• bar coded cards for payroll
• expense report simplification, automation, or elimination
• paperless purchasing
• once a month/year billing
• creation of a common chart of accounts
• same-day, automatic soft general ledger close
• compressed budget cycle
• on-line analysis and reporting
• shared services.
The Finance Function Redesign Process

While process redesign will be implemented in various ways in dif
ferent organizations, all successful redesigns go through three stages:
• Investigating focuses on identifying the activities that would most
benefit from redesign. This requires an in-depth knowledge of the
organization and how its work is done.
• The planning stage defines the components of the redesign effort,
as well as establishing the company’s goals, philosophies and
timetable for implementation.
• Implementation includes assigning process responsibility and
organizing the process improvement team(s), creating a prototype

ACTIVITIES

Project Leader
Information Provider
Business Partner
Analyst
Performance
Measurement
SBU Reporting
Competitor Analysis

\

Technical
Specialists

Information Systems
General Ledger
Audit
Tax
Legal
Compliance
Accounts Receivable
Accounts Payable
Treasury

Source: Adapted from Financial Quality Network 1995.

of the proposed process, establishing a human resources strategy,
rolling out the new program, and monitoring the results of the
redesign process.
Organizational and Management Accounting Challenges

For management accountants to rise to full business partnership, they
need to change their focus while maintaining their financial capabili
ties. The management accountant’s challenges are to develop a mar
keting orientation, a product orientation, and a business perspective;
provide a higher level of financial analysis; and offer strategic plan
ning, budgeting and control leadership. This must be done while con
stantly focusing on opportunities for continuous improvement.
Redesigning the Finance Function (Management Accounting
Guideline #43) is available individually from the AICPA (No.
028967CLB4) or as part of The New Finance: A Handbook of
Business Management (No. 028900CLB4).

800/862-4272

